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STATE  OF  TEXAS  §      Suzanne  Henderson 


COUNTY  OF  TARRANT  § 


KNOW  BY  ALL  MEN  THESE  PRESENTS: 


RECORDS:  YOUR  SOCIAL  SECuS^  ^bIkO^OvSJ^T^Z!^  "  PUBUC 

NO  SURFACE  USE  OIL  AND  GAS  LEASE 

(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  "Leased  Premises").  The  Leased  Premises  shall  include 
aH  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lesso7  aS^tom^St 

de^otbnTS  frifHdditi0nal  °f  f^!rental  inStmmentS  ™*>™b*  necessarV  «*  a  ™  5e  oTa^rafe 
nn^LP  *  860  pre,mises"  For  the  PurP°se  of  determining  the  amount  of  any  shut-in  royalties  hereundeVThe 

number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less.  nereunder' tne 

L^'hf^h*0  —  °ther .provnlSionS  <?nteined  nerein'  ^is  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
nfJnrli  in  ™  T*  X  J ?"?  f0r  38  '°n9  thereafter  as  0,1  or  985  or  otner  Stances  covered  hereby  are 

ffi^^nW         't!  >Km  theLeased  Premises  °r  f<™  '^nds  pooled  therewith,  or  this  Lease  is  others! 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option  to  be 
exercised  prior  o  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  pnce  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 


pooled  therewith.  In  no  event  shall  Lesso receive a ^  D^ce  SL  SLPJ     ^  fr°m  ,he  leased  Premises  or 

he  parties  that  the  provisions  of  this  section^  to  be M ll!SL  ZT!2^  °  n°n-affiliates-  11  *  *•  intent  of 

surplusage"  under  the  principies  se,  forth  in  Heritage  g^^J^.*!!^^         "e  construed  as 

W^EZ^  *  T  «*  that  owns  more  than  ten 

outstanding  voting  interest;  or  (!)  a  corporat  on  joint  vlnTu°e  J^ST^  than  ten  percent  <10%>  °f  »e 
more  than  ten  percent  (10%)  o  the  outstanding  m  whicn'  Aether  with  Lessee 

venture  partnership  or  other  entity  is  owned  or  S^^^SC  *  * 

onXnH^ 

Thereafter,  Lessee  must  disburse  or Z£ to be dTsbursed  TdlsoTtte^  T  ^  in'°  ,he  piPeline- 
production  for  which  Lessee  received  payment  in  the  orec^tan  mnnth  k  r  St  day  0f  each  montn  i,s  ro^  on 
sixty  (60)  days  after  the  last  day  ol^/^Tp^ZTZ^^  h"°  $ha"  r0yalty  be  Vaid  more  <ha" 
the  maximum  lawful  rate  from  due  date until aid  w ch '  amoun?  7 i£T  Lfsors  roya|ty  ^all  bear  interest  at 
royalties  that  are  past  due  shall  not  act  as  a ^waiver o e^tooDeTf  its  rtahtt  ♦ P3y'  bV  Lessor  of 

expressly  so  provides  in  writing  signed  by  Lessor  PP  9   t0  reCe'Ve  lnterest  due  tnereon  unless  Lessor 

but  Lessee,  or  Lessee's  operator  Zl  ^TtiZsM^l  ^^^'"?,  'T'  °r  eqUitable  title  t0  ,nose  P^eds, 
the  insolvency,  bankruptcy  or  ^b^Sm^tl^S^  ?  ?  5r  th1  beneW  0f  Lessor  Notwithstanding 
transporting  production  from  SMI^TuS^^^S^  P  .Cn,ftom  Said  Land  or  P^1™  cor"Pa"y 
all  royalties  due  Lessor  together  with  inteTsfif  Z  «S  E2?  ^(EynTtto  L.fsor  for'  and  a9rees  to  PaV  Lessor 
failure  to  pay  royaities,  afte?a  period  of  ^  Sp^ni^^^  * 

ssoz^sz  SKKisi  sx^WLr not  * commin9,ed  with  gas 

which  wiN  measure  the  gas  for  calculating  the'paynTentmade  &CSa^S  £ 

'-of^  °r  more  wells  on  the  leased  premises  or 

such  well  or  wells  are  either "shut-In  ^proXon herefrom ^X^toM^^    M  qUa"titieS'  bUt 

LSTr*8.  ""'""i1  °blii:!ations-  lf  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (a  "drv 
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r  be  inc,uded  in  any  unit 

horizontal  completion  shall  not  exceed  eighty  80)  acres  plus  a  mix  m,^  I,  P,°°"n9  f°' an  0il  we"  which  is  not a 
for  a  gas  well  or  a  horizontal  completion  shall  nol  exceed  ^T^™*  °f  ten  percent  <10%>  an« 

tolerance  of  ten  percent  (10%).  For  the  purpose  of  the ^nil  2 ,  ^  .(6f0)  acres  plus  a  maximum  acreage 
meanings  prescribed  by  applicable  law  or to!Z?oD*L aS^T  °"  We"  and  "9as  wel1"  shall  have  the 
"oil well"  means  a  well  with  an  initial  gasSl  ratk ^  of  less  than  10C 000^1^1°/'*'  ?  'f  1°  definition  is  50  prescribed, 
w,th  an  initial  gas-oil  ratio  of  100,000  cubic  fetfo? more  pe bar^  based™ "9aS  Wel1"  means  a  weli 
normal  producing  conditions  using  standard  lease  seotator  Si«  ."T  producfion  'est  conducted  under 

completion"  means  a  well  in  which  the  hoXnTcoTonin  ^SS^^T  T™9  eqUipment  and  "horizontal 
component  thereof.  In  exercising  its  pooling  riqh  sTreunde  wi^fnnnfh  T^l."  the  reservoir  exceeds  the  vertical 
Lessee  shall  file  of  record  a  written  declaration  describing  the  u^  an staZ W  °f  first  productio". 

be  retroactive  to  first  production.  In  the  event  Lessor's  ac  eaae "is  !nrl,f^H  in  =  efc 've  date  of  Pooling  which  may 
included.  Production,  drilling  or  reworking  operations  an™3™  =  ?  >  „  " J*  W?"'  a"  of  Lessor's  acrea3e  shall  be 
treated  as  if  it  were  production,  iml^Z^JS^^^^!!!i,  th6  'eaSed  premises  sha»  be 

which  Lessor's  royalty  is  calculated  shall  be ^tt^a  orooorton  nf  th^i  T  premises'  except  «**  the  production  on 

by  this  Lease  and  included  in  the  unit  ^^ZTZ^  ^T^^T™  OWWd 

before  or  after  commencement  producTon  in  orde to K  eXPanS'°n  °'  contracti°n  or  both,  either 
permitted  by  the  governmental  auLrity  having  iX^S^to  ^^J!^  Z  ^  pattern  prescribed  °r 
made  by  such  governmental  authority  In  makina  luch  T'rplnn  ,  <°  any  productive  acreage  determination 
describing  the  revised  unit  and  stat^ the  e^Ze^ToUe^^^f  °f  rSCOrd  a  written  dec,aration 
from  the  unit  by  virtue  of  such  revision,  the  proportion  of  un Sta fS, S  ""T*8  3re  lnduded  in  or  excluded 
thereafter  be  adjusted  accordingly  In  the  absent so  l^uc^^Z  Ch  .r°yaltleS  are  payable  hereunder  shall 
cessation  thereof,  Lessee  may  tWminate  the  un^bv  fi  na  of  r^  J  =  P  T9  1UanWleS  fr0m  a  unit-  or  upon  Permanent 
the  date  of  termination.  Poojg  heTe'der  sVaCc^  *°  -  -  stating 

i-hlS^^  assigned  devised  or  etherise  transferred 

to  their  respective  heirs,  devisees  executor  aSisfratort  surl-™ 9h  °"S  °f  'he  partieS  hereunder  sha"  e^ 
assign  any  part  of  this  Lease  to  an ?tfttpart» oS  fhan  r  r  a"d  aSS'gnS;  provided'  however. if  >-esee  is  to 

give  written  notice  and  a  copy  of  any Sment  to ^  uSS^-^^!!?Jb^  w,rtlltolh*,w,• itshal1 
Lessors  ownership  shall  have'the  effe'efo  r^  "°  ^ange  in 

change  in  ownership  shall  be  binding  on  Lessee  unffl  thX  nm  ri»«  obligations  of  Lessee  hereunder,  and  no 

certified  or  duly  authenticated  copies  of  tnT^umen^^  ^  fumished  the  ori9inal  or 

of  ^ability,  before  or  after  the  as^^^gT^^ 

recoro^fiS^hfSaie^to  a^orS^f™  ^  T       *        d6'iVer  t0  LeSsor  a  file  °f 

S.ag?^^ 
S^SuS^ 

expiration  of  any  extensl  or  re^  We 
whichever  occurs  last  this  Lease  shan  terminate  «^  ^hT' ,      ?  I  cessa,lon  of  operations  as  provided  herein, 
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pirs«s^txt  JESS^T- and  °— — ■  -  - 

less  restrictive  than  the  terms  of  this  Lease  this  LeSe  sha^l  contm  Tht  h  t  ^  ruleS'  re9ula,ions  or  orders  are 
material  breach  of  the  Lease.  When  ^T^lfl J^Ston  ITo^Jj'*  Wi"  be  considered  a 

such  laws,  rules,  regulations  or  orders  or  by  inabS  to  o'btefn  n^L=„  operations  are  prevented  or  delayed  by 
electricity,  fuel,  access  or  easement Tor  by  fire*  floo rSS^^*V^'a^'m^^ 
insurrection,  riot,  strike  or  labor  disputes  or  by  nab  Ho  SZft  £ I  .  condltlons'  war'  ^"otage,  rebellion, 
purchasers  or  carriers  to  take  or  transport  such  Eduction  aTZl^^  f°r  production  or  failure  ° 

control,  this  Lease  shall  not  terminate  because of  sue ^  P  event  on^r  rLil  CaUS6  nhot,,reasonab|y  within  Lessee's 
any  express  or  implied  covenants  of  this  l^^h^m^SS^J^^^  T a"  "0t  b*  "able  for  breach  of 
or  interrupted.  Lessee  shall  take  all  reasonabteatfZr£'  £™  ?her  °Pera,lons  are  so  prevented,  delayed 

reasonably  possible.  In  no  eventshal       Lease  ^Zolt^lJ"6  T^f86  °f  force  maieure  as 
than  one  (1)  consecutive  year  or  three  (3  yea^  of  cumu ate ?me *  N  o  o  hTnl^  majeUre  f0r  a  period  of  more 
accrued  and  was  due  before  the  Force  Ujeure  event  o^urmd  mtr  Hi  ?b"9a"°"  °f  Lessee  to  PaV  money  that  has 
of  such  Force  Majeure  event.  occurred  under  this  lease  will  be  excused  or  delayed  by  reason 

contalS  and  all  reasonable  safeguards  to  prevent 

surface  or  subsurface  strata,  a^^T^^h^Ii^W,  s"rface  waters.  groundwater,  sediments,  and 
pooled  therewith,  by  any  waste,™ lute "t  or Z^ZHZ^^^lT  °n'  °r  Under'  Said  Lands  °'  ^ 
lands  pooled  therewith  any  asbes c^nteMno' mZ L IT f  a"  "?  bnng  °r  permit  ,0  remain  on  Sai<*  Lands  or 
hazardous  wastes,  hazardo'u mSs  haz XtSSS^^^^-^*^  %'  fUbStanCes  re9ulated  as 
Comprehensive  Environmental  Response  Compens^ 

seq.  or  toxic  substances  under  anv  federal  state  or  Inrai  i»„  Z  HI .  ,Il ,      }  C'  Sectlons  9601,  et 

products  commonly  used  in  conned  wrth  oN  anri  \ regula^"  ("Hazardous  Materials"),  except  ordinary 

usual  manner  and  quantities  ^KS^OLATON  »  ™2S^^2Spment  °Perations  stored  in  the 
MATERIAL  BREACH  AND  DEFAULT  HEREUNDER  AMn  VLc^lS^?  PROHIB'TION  SHALL  CONSTITUTE  A 
DEFEND  LESSOR   ITS  AGENTS   EMPLOYEES   TFMAMxl  ^mIcH^LL,INDEMNITY'  HOLD  HARMLESS  AND 

mam 

S^^^^  pSeSREsEo:CaS  ItI 

made  by  registered  or  certffied  mail,  return  receipt  requested,  unless  another  mJ^^H^S^^ 
ia  No  Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 

mmwMmiwm. 

Lessor  all  costs  and  expenses  reasonably  incurred  including  reasonable  attorney's  fees  and coste  of  Surt  fncurSi  b? 
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S -5^Mi^*,'d      UnderS,0°d  tha* time  *  * «»  ~  " 

paleontological  data  and  interpretations  or  analysed 'il  71  bJc,,™  BeJ£hy"?*  geological,  geochemical  and 
drilling  coring,  logging,  testing  and  co« ^  St  al  X^^^^^T  ^  ™W  al1 
quantities  saved,  sold  and  used,  the  disposition  thereof  and**  «te?^?  ?9  V0ta'  gross  Paction,  the 
contracts;  and  such  other  records  and  M^^^^'fSVtS^T  °'  ""T  there0f;  a"  Potion  sales 
to  determine  the  respective  rights  and  obligations  o?Sd  he—  °f*ccouT  between  Lessor  and  Lessee  or 

for  as  long  as  oil  and  gas  is  produced  the?efrom  andto?  ^1 f2  „„J h  During  the  primary  term  of  this  Lease  and 
such  records  and  data  available  to  T^^JJ^l  one/1> /ear  thereafter,  Lessee  shall  make  all  of 

reasonable  times,  as  we,,  as  all  o  her Records  reports  notes  charts  nZTTj""  5  Lessee's  °ffioes  *  *» 

other  materia,  in  the  possession  of  or  under  the  cX  SS  S  Sft  tXtUXmisef^  ^ 


instrument  clearly  denominates Pur£se Ind  effect  SbZ^Z^'5  ^  Sha"  "e  made  only  b*  an 
proposed  change  or  modification  hereof  and execute? l  bT^  nT  ^0  terms  or  provisions  affected  and  the 
extension  or  ratffication  is  sought to Tenf^  T^Ln^^nT^  T™.-  a"y  SUCh  amend™nt,  alteration, 
drafted  shall  be  of  no  force  or  effect  y  P  P     d  amendment'  alteration,  extension  or  ratification  not  so 

L^fSg^^Sre  atlrnatVTart"?  co,ntained  fhf ein  *  the  contrary,  neither  Lessee  nor 
documentation fron any  Tended Tl^S^I^'T^'T  °f  lle\release  of  lie".  consent  or  other 
signing  bonus  or  any  LlZ^^wgJZf  hZZ*l£T*u™^°V°  ^  reCeiVing  ,he  a9reed 
Lessee  to  obtain  same  from  Lessor's  lender  on  behalf  of  Lessor  P       W"h       reasonable  ^  of 

mmmmmmm 

255s  -  — ~  was :  tbs&SsS 
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prajrirs  star  ^rr  zssfisrr of  *• date  r,rst  ^ ab°-. « „«»„ 

ass,gns,  whether  or  not  this  Lease  *.  beenlS^^^ 
LESSEE:  Paloma  Barnett,  LLC 


Printed  Name:  ftyfe,. 

Tlt,e:  /4*l^«y  /ii,^/ 


LESSOR 


STATE  OF 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


county  ofy^MMfr 


by 


PAMELA  R.  SANDERS 

Notary  Pubhc.  State  of  Texas 
i  Mv  Comrriission  Expires 

%f,y        September  25,  2011  


Notary  Public,  State  of  Texas 
Notary's  Name  Printed:  ^ 
Notary's  Commission  Expires:  fy~-QS~-~^Q  /  ( 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


(CORPORATE  ACKNOWLEDGEMENT) 


VP?  in^VTentw^^o^edged  before  m 


Office)  of_: 


4=r 


-  205Kby 


Nci^  PutSlic,  Sta&bf  T§xas     "  Y* 
Notary's  Name  Printedd^itlxcLu^   ftA_  L,op^_ 
Notary's  Commission  Expires^  *  ^  ^ 
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